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THE BABCOCK & WILCOX COMPANY 
SIXTY-FIFTH ANNUAL REPORT 


New York, N. Y., April 25, 1946 
TO THE STOCKHOLDERS: 


The Sixty-Fifth Annual Report of The Babcock & Wilcox Company 
covering operations for the year 1945 is submitted herewith. 


The consolidated net profit from operations and investment income for 
the year 1945 amounted to $4,031,070. The Company has estimated its 
renegotiation refund for 1945 as renegotiation proceedings covering the 
period have not been concluded. Amortization of all war facilities provided 
by the Company was completed by September 30, 1945. As will be seen 
from the appended consolidated profit and loss statement, non-recurring 
Federal tax and renegotiation adjustments on account of accelerated 
amortization of war facilities for previous years amounted to $1,200,000, 
which, together with profits in excess of dividends of $1.75 per share paid 
during the year, was added to surplus. 


As a result of the cessation of hostilities in 1945, government orders 
totaling approximately $20,000,000 were cancelled. All claims arising from 
such cancellation were filed prior to December 31st last and such claims 
are reflected in the statement of financial condition of that date. Consoli- 
dated unfilled orders at December 31, 1945 were $48,100,000. The monthly 
average orders received in 1946 exceeds the average for the full year 1945. 


The products of your Company and its subsidiaries have been subject 
to OPA price regulations and price ceilings. On April 8, 1946 control of 
prices of boilers and auxiliary equipment manufactured by The Babcock 
& Wilcox Company was suspended. Practically all of that company’s un- 
filled contracts for such products provide for increase of prices in the 
event of increases in costs and these provisions have now become operative. 
Increases in The Babcock & Wilcox Tube Company’s prices of approxi- 
mately 10% were approved by OPA on February 16, 1946. These increases, 
which are inadequate in view of current costs, are applicable to all of that 
company’s then unfilled orders, as these are subject to the price in effect 
at the time of shipment. 


During 1945 the Company’s expenditures for property, plant and 
equipment totaled $1,092,000 and additional expenditures of $637,000 were 
authorized at December 31, 1945. The Company plans to spend consider- 
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able sums during the present year for additional and improved facilities 
to reduce costs and to increase its capacity in certain fields. 


Until the latter part of 1945 research and development of The Babcock 
& Wilcox Company were carried on separately by each of the divisions 
concerned; they were then consolidated under the newly formed Research 
and Development Department. It is expected that such work will be done 
more effectively under the new arrangement. Because of the entirely 
different character of the research work of The Babcock & Wilcox Tube 
Company, that work will be carried out separately as heretofore. The 
research and development work of both companies was outstanding during 
the war and was so recognized by the governmental agencies with which 
the companies co-operated. 


For many years your Company has owned a controlling interest in 
A. M. Lockett & Company, Limited, its sales agent with headquarters in 
New Orleans, Louisiana. In November 1945 an option to acquire the re- 
maining capital stock was exercised, thus making A. M. Lockett & Com- 
pany, Limited, a wholly-owned subsidiary of The Babcock & Wilcox 
Company. The new subsidiary’s profits have not been consolidated with 
those of the parent company because they were not material in amount 
during the short period of total ownership. 


There are submitted herewith consolidated statement of financial 
condition as of December 31, 1945, and consolidated profit and loss and 
surplus accounts for the year 1945, of the parent company and its wholly- 
owned subsidiaries, The Babcock & Wilcox Tube Company and National 
Drill & Manufacturing Company. The opinion of the auditors, Price, 
Waterhouse & Co., is attached. There are also submitted statements for 
the year 1944 for purposes of comparison. 


The Company’s outstanding production for war could not have been 
achieved without the full co-operation of all its employees. The Board of 
Directors records its appreciation of their effort and accomplishment during 
the past year. 


By Order of the Board of Directors 
A. G. PRATT, 


President. 


Less 


THE BABCOCK & WILCOX COMPANY 
and Consolidated Subsidiary Companies 


STATEMENT OF FINANCIAL CONDITION 
DECEMBER 31, 1945 
(With comparative figures as at December 31, 1944) 


CurrENT ASSETS 1945 
RR ed Sas Ia Ro an SN Re OE ee CED RC $ 7,117,974 
U. S. Government securities at cost -.........-.-------. 18,458,475 
Accounts receivable, less reserves (including termi- 

nation claims of $3,077,272 in 1945) —................. 14,298,775 
Unbilled shipments and installations, at contract 
ETON Gina dbidnstliraaastohadeabasdaeeamsiaartentanrionnttaceivemeatiion 1,774,712 
Inventories at cost, less reserves for obsolescence 
and estimated costs of partial shipments of 
COREL IACE EGTA GE ORO IE acrnscecreceseeresnnccctecatcceenersnes 10,849,562 
Amounts receivable from U. S. Government for 
rebate of Federal taxes and _ renegotiation 
EE ae EA NEE ER RO LOND 775,000 
Advance payments on contracts (deduct) —............ (2,552,147) 
Tote Carton weeete ooo 50,722,351 
Current Liabilities 
| OS RC Ee oe 5 3,666,022 
Perera “Tigges 3,245,283 
Provision for additional costs on contracts....... 2,500,000 
Federal income taxes and renegotiation refunds 9,075,884 
‘Total carrent Vinbilities ..2 18,487,189 
TORU OND sn 32,235,162 


Post-waAR REFUND OF Excess Prorits TAX.......-....-..--------- 
INVESTMENTS (schedule attached) 2 .--.------e0-e--—--s 3,684,634 


ACCOUNTS RECEIVABLE From U. S. GovERNMENT 


UnpbER EMERGENCY PLANT FAcitity CONTRACT ........ 124,515 
Property, PLANT AND EQUIPMENT (schedule attached)... 4,655,956 
I OO i 119,118 
Rg RMR Fin TP Rcd es OSS te i ote Me 2 See CR 1 

Total assets less current liabilities ................ 40,819,386 
Depuct 
Reserves for contingencies ..........-.....--...--ccccscsceserenseeees 5,242,136 


Excess of assets over liabilities and reserves...... $35,577,250 


REPRESENTED By 
Capital stock, without par value, 1,000,000 shares 


authorized, 681,000 shares issued, less 9,030 


shares in treasury at cost of $200,941 —............ $17,399,059 
Earned Surplus, per attached statement .................... 18,178,191 
5,577,250 


1944 


$ 8,575,309 
19,000,000 


15,250,516 
2,733,809 


12,780,468 


(2,595,722) 
55,744,380 


4,975,502 
3,484,938 
2,500,000 
19,423,501 


30,383,941 
25,360,439 
3,415,000 
3,570,986 


239,451 
5,225,796 
165,855 

1 


37,977,528 


5,255,401 
$32,722,127 


$17,399,059 
15,323,068 


$32,722,127 





THE BABCOCK & WILCOX COMPANY 
and Consolidated Subsidiary Companies 


STATEMENT OF PROFIT AND LOSS AND SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1945 


(With comparative figures for the year 1944) 


1945 1944 
Profit on operations, after selling, administrative and 
general expenses, including provision for doubtful 
accounts and notes but before depreciation and 
amortization and in 1944 provision for renegotia- 
RN IN seinen tterwstacetcrsioie rane ee eaestoneper ead asa toriieeeale - $11,988,743 $15,075,635 
Provision for depreciation and amortization .................... 1,656,493 2,031,254 
10,332,250 13,044,381 
Income from investments, €tC. -.........--.....--c--ce-eeceseceeseeeeens 772,820 741,875 
11,105,070 13,786,256 
Estimated Federal income and excess profits taxes and, 
in 1945, estimated renegotiation refund ................... 8,274,000 9,855,000 
Net profit before provision for contingencies 
and adjustments affecting prior years ~...... 2,831,070 3,931,256 


Provision for contingencies for postwar adjustments 
and conversion to peacetime activity, as authorized 
by the Board of Directors — (1,000,000) 


Estimated refund of Federal taxes and renegotiation 
payments, resulting from accelerated amortization 


OF emneteenry Tactics oe 1,200,000 
Balance of net profit for the year, carried 
BO DUD cc siiceiciacnmeep nets 4,031,070 2,931,256 
Sureing ot beginning of year = 15,323,068 13,399,767 
19,354,138 16,331,023 
Deduct—Cash dividends declared ...............-....----------- 1,175,947 1,007,955 


Surplus at end of year, per statement of financial 
A jt EEA TT TE Re Ae EASES SRR ts Deon A SS $18,178,191 $15,323,068 


The Company has followed the policy of including in its results from operations an esti- 
mate of profits or losses on uncompleted contracts as the work progresses. 


THE BABCOCK & WILCOX COMPANY 


and Consolidated Subsidiary Companies 





INVESTMENTS 
December 31 
1945 1944 
Stock of wholly owned subsidiary company — not 
CIID, GUE SINE occevserd an tonelictenichoisstunmeentincoilian $ 397,201 $ 
Stocks of subsidiary companies more than 50% owned 
bat not wholly owned, at cost ...........................-..--. 1,997,210 2,182,711 
Stocks and bonds of other companies, at cost -............... 2,203,231 2,301,283 
4,597,642 4,483,994 
CARE ss FERII OD svt cccediparsiaisicedosmphacceeionics 913,008 913,008 
$3,684,634 $3,570,986 


PROPERTY, PLANT AND EQUIPMENT 


se es eer ee ee $24,010,261 $22,989,040 


Reserves for depreciation and amortization ...................... 19,354,305 17,763,244 


— 


$ 4,655,956 $ 5,225,796 


OPINION OF INDEPENDENT PUBLIC ACCOUNTANTS 
New York, April 24, 1946 


We have examined the statement of financial condition of 
The Babcock & Wilcox Company and consolidated subsidiary 
companies as at December 31, 1945, and the related statement of 
profit and loss for the year then ended. Our examination was 
made in accordance with generally accepted auditing standards 
applicable in the circumstances, and included such tests of the 
accounting records and other supporting evidence and such other 
procedures as we considered necessary. It was not practicable to 
confirm receivables from U. S. Government departments and 
agencies but we have satisfied ourselves by other means as to 
these items. 


In our opinion, the accompanying statement of financial condi- 
tion and the related statement of profit and loss and surplus 
present fairly the position of The Babcock & Wilcox Company 
and consolidated subsidiary companies as at December 31, 1945 
and the result of their operations for the year, in conformity 
with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Prick, WATERHOUSE & Co. 


BABCOCK & WILCOX PRODUCTS 


WATER-TUBE BOILERS 
For STATIONARY POWER PLANTS 
For MARINE SERVICE 


WATER-COOLED FURNACES 
SUPERHEATERS 
DESUPERHEATERS 
ECONOMIZERS 

Arr HEATERS 
PULVERIZED-COAL EQUIPMENT 
CHAIN-GRATE STOKERS 


Om BURNERS 


THE BABCOCK & WILCOx COMPANY— 


Gas BURNERS 

MULTIFUEL BURNERS 

STACKS AND BREECHINGS 

SEAMLESS AND WELDED TUBES AND PIPE 
REFRACTORIES 

PROCESS EQUIPMENT 


B&W-TOMLINSON 
RECOVERY PROCESS 


PULVERIZERS FOR CEMENT MATERIALS, 
Rock PRODUCTS, AND ORES 


ALLoy CASTINGS 


Works:-Barberton, Ohio; Alliance, Ohio; Augusta, Georgia. 


THE BABCOCK & WILCOX TUBE COMPANY—WORKS:-Beaver Falls, Pa.; Alliance, Ohio. 


BRANCH OFFICES AND REPRESENTATIVES 


ATLANTA 3, GA. - - Candler Bldg. 
BosTON 10, Mass. - - 49 Federal St. 
CHARLOTTE 2, N. C. 141 Brevard Court 
CHICAGO 3, ILL. - - 105 S. LaSalle St. 
CINCINNATI 2,0. - - - Carew Tower 
CLEVELAND 14,0. - - Guardian Bldg. 
DaLLas 1, TEX. - - Magnolia Bldg. 
DENVER 2, COLO. - 1720 California St. 
Derroir 26, MicH. - - - - Ford Bldg. 
GALVESTON, TEX. - - Guaranty Bldg. 
HousTON 2, TEx. - - - Electric Bldg. 


Los ANGELES 13, CALIF, - Richfield Bldg. 
NEw ORLEANS 7, LA. 

Whitney Bank Bldg. 
New YorK6,N.Y. - - 85 Liberty St. 
PHILADELPHIA 2, PA. - - Packard Bldg. 


PHOENIX 1, Ariz. - - - P.O. Box 271 
PITTSBURGH 19, Pa. - - - Koppers Bldg. 
PORTLAND 4, ORE. - - - Failing Bldg. 
Sr. Louis 3, Mo, - - - - - Shell Bldg. 


SALT LAKE City 1, UTAH - Kearns Bldg. 
SAN FRANCISCO 5, CAL. - 450 Mission St. 
SEATTLE 4, WASH. - - - Smith Tower 
SYRACUSE 2,N. Y. - State Tower Bldg. 
WASHINGTON 5, D.C. 

601 - 13th St., N.W. 

SANTURCE, PUERTO RICO 
267 Fernandez Juncos Ave. 
HavANA, CUBA - - - +++ - * * 
Edificio Gomez Mena 
Obispo Esquina Aguiar 
HONOLULU, T.H. - Castle & Cooke Bl'g. 


